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INFO USMISSION USUN NEW YORK 

AMEMBASSY NEW DELHI 

CONFIDENTIAL VIENNA 9427 

UNIDO 

EO 11652: GDS 

TAGS: BEXP, EMIN, EIND, EQIP, UNIDO 

SUBJECT: MAJOR PROJECTS: (A) ANDHRA PRADESH SPONGE IRON PLANT; 

(B) ORISSA SPONGE IRON PLANT 

REF: A. NEW DELHI 1 1986; B. NEW DELHI 12847 

1 . MISSION HAD OPPORTUNITY OCT. 21 TO HOLD POST-MORTEM 

WITH UNIDO TECHNICAL ADVISER DAVID REANEY AND UNIDO METALL- 
URGY ADVISER NIJAHWAN ON REASONS FOR FAILURE ALLIS-CHALMERS 
(A-C) TO BE SLECTED AS CONTRACTOR FOR ANDHRA PRADESH SPONGE 
IRON DEMONSTRATION PLANT. 

2. REANEY AND NIJAHWAN AGREED THAT SEVERAL FACTORS CONTRIBUTED 
TO A-C LOSS OF CONTRACT: (A) DELAYS IMPOSED BY MERREM OF 

UNDP RESREP OFFICE WHICH PREVENTED SELPVNOK OF CONTRACTOR 
BY INDIRA GHANDI GOVERNMENT AND REOPENED WHILE PROCESS OF 
SELECTION UNDER NEW REGIME; (B) FAILURE A-C TO SELECT TECH- 
NICALLY-QUALIFIED REPRESENTATIVE ON-SCENE TO UPHOLD THEIR 
INTERESTS; (C) AGGRESSIVE AND HIGHLY POLISHED SALESMAN 
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SHIP BY COMPETITOR LURGI. REANEY AND NIJAHWAN EMPHASIZED, 

HOWEVER, THAT EVEN UNDER THESE CONDITIONS, A-C PROCESS WAS 
FAVORED BY GOI CABINET-LEVEL SELECTION COMMITTEE AND PER 
SONALLY BY STEEL MINISTER PATNAIK. MAJOR SINGLE FACTOR IN 
LOSS OF CONTRACT BY A-C, THEY ASSERTED, WAS FAILURE A-C 
SALESMANSHIP AT CRITICAL MOMENT OF CABINET-LEVEL REVIEW BY 
NEW GOVERNMENT, WHEN A-C WAS EITHER UNWILLING OR UNABLE 
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PRESENT DETAILED ARGUMENT, BUTTRESSED BY COMPREHENSIVE TECH- 
NICAL DATA, FOR SELECTION AS CONTRACTOR TO COUNTER VIGOROUS 
LURGI PRESENTATION BY TEAM OF TOP-NOTCH SPECIALISTS EQUIPPED 
WITH IMPRESSIVE ARRAY OF VISUAL AIDS. A-C GAVE IMPRESSION, 
ACCORDING TO REANEY AND NIIAHWAN, OF HAVING LOST INTEREST 
IN PROIECT AND LEFT NEW CABINET WITH INADEQUATE BASIS ON 
WHICH TO RECONFIRM PREVIOUS REGIME'S SUPPORT FOR A-C. 

3. ON MUCH MORE IMPORTANT ORISSA PROJECT (REF (A)), NIJAHWAN 
TELLS US HE HAS RECEIVED PERSONAL WORD FROM STEEL MINISTER 
PATNAIK (WHO NATIVE OF ORISSA) THAT HE IS VERY MUCH INTERESTED 
IN A-C COLLABORATION WITH TOR STEEL ON PROJECT, BUT WARNING 
THAT A-C WILL HA VETO PULL UP ITS SOCKS AND BE PREPARED DO 
MUCH BETTER JOB OF REPRESENTATION THAN WAS CASE AT CABINET-LEVEL 
REVIEW MEETING. REANEY AND NIJAHWAN SUGGEST THAT A-C CON- 
SIDER PUTTING HIGHLY-QUALIFIED TECHNICAL MAN ON SCENE FOR 
EXTENDED PERIOD IF NECESSARY TO WORK WITH TORSTEEL AND ORISSA 
STATE OFFICIALS IF A-C SERIOUSLY INTERESTED IN PROJECT. 


4. MISSION SUGGESTS THAT A-C BE INFORMED OF GIST OF ABOVE, 
WITHOUT IDENTIFYING SOURCES AND WITHOUT REFERRING TO STEEL 
MINISTER PATNAIK. LEARY 
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